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FEDERAL COMMUNICATIONS COMMISSION
Telephone companies were recently granted the option of using the straight-line equal
life group (SLELG) method of calculating depreciation charges for new plant
additions by the Commission. SLELG would be phased in over a three-year period
beginning in 1981. Additionally, the Commission has decided to permit the use
of remaining life in the calculation of depreciation rates during the depreciation
represcription process. According to AT&T, the SLELG method would provide for
the recovery of capital more nearly in line with its consumption as measured by
the physical retirement of property, resulting in a higher accrual rate during
the earlier years of the total property service life and a lower rate in later
years. For additional information contact Alexander Lipske at 202/632-3863.
John J. Sandy has been appointed chief of the Accounting and Audits Division of the
Common Carrier Bureau, according to a recent FCC press release. Mr. Sandy, who
is currently the chief of Fiscal Policies and Procedures at the Environmental
Protection Agency, worked on the OMB's Priorities Program for reducing fraud and
abuse in Federal programs. While employed at the Civil Aeronautics Board, he
received the Association of Government Accountants’ annual award for outstanding
leadership in recognition for his role in designing a system enabling the air
line industry to satisfy data needs of the SEC and CAB with a single reporting
machine. Mr. Sandy's appointment is effecive 11/30/80.
LABOR, DEPARTMENT OF
A class exemption under ERISA for the use of bank services has been granted by the
Department, according to a 11/14/80 DOL press release. The exemption from
provisions of the Federal pension law will permit plans to purchase securities
when the proceeds from the sale of the securities may be used to pay off indebted
ness to persons who are parties in interest to the plans. Safeguards are imposed
to ensure that the exemption is in the best interest of plans, plan participants
and beneficiaries. The class exemption imposes differing conditions for retro
active and future relief when the party in interest being paid is not the plan
fiduciary who purchased the securities for the plan. The exemption has been
modified from the original 7/29/79 proposal to expand the relief to include
bank affiliates.
Labor Department procedures for considering requests for administrative exemptions
under ERISA are explained in a recently published booklet titled, Standards for
Exemptions from ERISA Prohibited Transactions Provisions. Under ERISA, employee
benefit plan officials are barred from certain types of transactions with plan
funds in order to protect the plans from financial loss. Authority to grant
exemptions is given to the Labor Department by ERISA and Reorganization Plan No. 4
Exemptions are granted for transactions which are administratively feasible and
in the interest of plan participants and beneficiaries. The booklet includes
an earlier rule on exemption procedures as well as sections of ERISA that describe
prohibited transactions. Free copies of the booklet may be requested from:
U.S. Department of Labor, Pension and Welfard Benefit Programs, Room N-4659,
Third St. and Constitution Ave., N.W., Washington, D.C. 20216.
SECURITIES AND EXCHANGE COMMISSION
Three revisions to Form N-1Q, which is used by most management investment companies,
have recently been proposed by the Commission. The proposal seeks to replace
the requirement that investment companies filing Form N-1Q list on a calendar
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quarterly basis certain information about their securities portfolio with a require
ment that this information be reported annually on either Form N-l or Form N-2.
Secondly, the Commission has proposed a limit on Form N-IQ's requirement that
reporting companies furnish information about matters submitted to votes of
security holders. Lastly, it is proposed that a revision of reports be filed
on a fiscal quarter rather than calendar quarter basis. The proposals are
designed to reduce the number of times management investment companies must
file Form N-1Q reports and to make reporting on the form less burdensome for
those companies. Comments are requested by 1/23/81. For additional information
contact Barry Barbash at 202/272-2098.
Amendments to Item 4 of Regulation S-K were recently adopted by the Commission. The
amendments pertain to various aspects of remuneration disclosure reporting including
pension, option and stock appreciation right plans; the definition of an executive
officer; compensation relating to the termination of employment; and indebtedness
of management. Additionally, certain technical amendments and staff interpretations
are codified in the amendments. The amendments are intended to clarify disclosure
requirements, to correct major distortions in the remuneration table and to pro
vide information to investors with respect to management remuneration. The regu
lations are effective for documents filed after 1/1/81. For additional information
contact Joseph Connolly, Jr., at 202/272-3097 prior to the effective date, and
Ann Glickman at 202/272-2573 after the effective date.
The comment period on the proposed availability of the simplified registration form
for certain mining companies was extended recently by the Commission (see the
11/20/80 Wash. Report). The proposed amendments include a new disclosure item
on Form S-18 applicable to mining companies and similar amendments to Item 2 of
Regulation S-K. The amendments to Regulation S-K would be applicable to companies
using registration forms other than S-18 and to companies subject to the continuous
reporting requirements under the Securities Exchange Act of 1934. Additionally,
the Commission recommended that Form S-3 be rescinded. Comments are now requested
through 12/21/80. For additional information contact Michael J. Eizelman at
202/272-2644.
A conference dealing with the preparation of annual disclosure documents will be held
by the Practicing Law Institute on 1/12-13/81 in New York City, on 2/2-3/81 in
Houston, and on 2/26-27/81 in San Francisco. The conference will focus on the
latest SEC interpretations and examples of compliance. Aimed at attorneys and
financial officers responsible for preparing year-end SEC filings, an experienced
faculty of SEC practitioners and government officials will analyze the require
ments for these documents including new selected financial data; required dis
closures regarding financial condition, liquidity, and capital resources; and the
new requirements regarding the effects of inflation applicable to all public com
panies. The registration fee is $275. For additional information contact the
Practicing Law Institute of 212/765-5700.
TREASURY, DEPARTMENT OF
The AICPA will testify on proposed amendments to Treasury Circular 230 dealing with
opinion letters used in the promotion of tax shelters at a public hearing to be
held 11/25/80 in Washington, D.C. (see the 10/20/80 Wash. Report). William L.
Raby, chairman of the Executive Committee of the Federal Tax Division and Richard
D. Thorsen, chairman of the Responsibilities in Tax Practice Subcommittee will
present the AICPA position which supports the basic thrust of the proposal, but
finds certain areas confusing and unnecessary and in need of clarification.
Major points to be addressed will include: the amendment to section 10.51 which
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appears to be too broad since it would reach all tax opinions, not solely tax
shelter opinions; the proposed definition of "opinion" is unclear and should
specifically exclude projections; the "more likely than not" standard will be
difficult to enforce; and the AICPA Code of Professional Ethics already covers
a significant number of areas addressed in the proposals. The proposal has gen
erated a high degree of public interest with approximately 20 witnesses scheduled
to speak at the hearing.
"The special tax treatment of annuities cannot be permitted to engulf the general
rules for taxation of interest and dividend income." That conclusion was con
tained in a 11/19/80 statement by Daniel Halperin,Deputy Assistant Secretary
(Tax Legislation), Department of the Treasury, appearing before the Finance
Committee’s Taxation and Debt Management Subcommittee. Secretary Halperin stated
Treasury's opposition to two Senate bills, S. 3082 and S. 3094, on the grounds
that both bills would overturn IRS Revenue Ruling 77-85, dealing with the socalled "investment annuities." He further stated that the bills "would sanction
the use of paper transactions to defer the imposition of income tax on p ort f o l i o
income." Halperin reminded the Subcommittee that IRS had issued Rev. Rul. 77-85
to revoke previously issued private ruling letters, concluding that "the purchaser
of a so-called investment annuity was, for Federal income tax purposes, the owner
of the underlying investment assets; and, as with other financial assets, that
the income from the assets was currently taxable to the purchaser. S. 3082 was
introduced by Sen. John Tower (R-TX) on 9/4/80 and S. 3094 was introduced by Sen.
Orrin Hatch (R-UT) on the same date. Neither bill has any co-sponsors at this time.
Establishment of a tax shelter advisory committee was recently proposed for public
comment by the Treasury Department (see the 11/17/80 Fed. Reg., p.75835). The
principle purpose of the committee would be to advise the IRS Director of Practice
on issues arising in the review of tax shelter opinion letters relating to possible
non-compliance with the standards contained in IRS regulations proposed 9/4/80 (see
the 9/8/80 Wash. Report). The committee is proposed in anticipation of the adop
tion of a final rule on the subject and pursuant to the Federal Advisory Committee
Act. The committee would be composed of a representative cross-section of indivi
duals outside the government who are conversant with the subject. The Treasury
Department is requesting public comment on the desirability of such an advisory
committee and suggestions as to the scope of its duties and any other relevant
matters that should be considered. Written comments are requested by 12/19/80.
For additional information contact George Ross at 202/566-2356.
Regulations relating to the classification of unincorporated business organizations
have been proposed by the IRS. The regulations, for Federal tax purposes, deal
with such organizations as a limited liability company, of which no member is
personally liable under local law for the debts of the organization. The regula
tions would provide the public and IRS with guidance on this matter. The amendments
will be effective for taxable years beginning after 1980 in the case of entities
that begin business after 11/17/80, and to taxable years beginning after 1982 in
the case of entities that began business before 11/17/80. Comments are requested
by 1/16/81. For additional information contact Paul A. Francis at 202/566-3297.
A reminder to employers that employee W-2, Wage and Tax Statements, must include
fringe benefits that are includable in gross income even if not subject to withholding, was recently issued by the IRS. Rev. Proc. 80-53 will be published in
Internal Revenue Bulletin No. 1980-49, dated 12/8/80, and will explain why reporting
is required even if the benefits are not subject to withholding. The bulletin
is available from the Superintendent of Documents, U.S. Government Printing Office,
Washington, D.C. 20402 at a cost of $2.
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Two recent revenue rulings dealing with the investment tax credit on ingraved plates
and the valuation of bibles contributed to charity, were issued by IRS in its
effort to curb tax shelter abuses. The rulings, Rev. Rel. 80-327 and 80-329,
will appear in Internal Revenue Bulletin No. 1980-49, dated 12/8/80. The bulletin
is available from the Superintendent of Documents, U.S. Government Printing Office,
Washington, D.C. 20402 at a cost of $2.
SPECIAL:

CORPORATE GOVERNANCE GETS A HEARING

S. 2567, the "Protection of Shareholders' Rights Act of 1980," originally introduced
by Sen. Howard Metzenbaum (D-OH) on 4/16/80, was the subject of a Senate Securities
Subcommittee hearing on 11/19/80. The hearing was conducted by Subcommittee
Chairman Paul Sarbanes (D-MD) and witnesses included Sen. Metzenbaum and SEC Chair
man Harold Williams. Sen. Metzenbaum repeated his opinion that "major and pressing
problems exist" and that "action in the form of legislation (is) necessary to
solve those problems in a timely manner." SEC Chairman Williams disagreed and
stated that:
"I cannot conclude that the enactment of this bill would promote
those ends - it might well retard them." In earlier statements, Chairman Williams
said that the bill, if enacted, would represent the "norms" for corporate directors
and stop the evolutionary progress now occurring. He disagreed with Sen. Metzenbaum
characterization of his bill as a "minimum standards" bill. Chairman Williams
refused to speculate on how Sen. Metzenbaum's corporate governance bill could be
improved upon, stating that the legislation "was going down the wrong trail" and
that over the course of time, nominating committees will evolve as the most impor
tant development in the area of corporate governance. No further hearings are
scheduled at this time.
SPECIAL:

AICPA ISSUES EXPOSURE DRAFT ON AIRLINE AUDITS

An exposure draft of an audit guide dealing with accounting practices and auditing consi
derations for the airline industry has recently been issued by the AICPA. Prepared
by the Institute's subcommittee on civil aeronautics, the guide is aimed at as
sisting the independent auditor to conduct examinations of financial statements
of airlines. The draft describes conditions or procedures unique to the industry
and illustrates the form and content of airline financial statements and informa
tive disclosures pertaining to such statements. Comments are requested by 12/31/80.
For additional information contact Allen Cooper at 202/872-8190. Anyone wishing
to receive one free copy of the AICPA's Exposure Draft, Proposed Audit Guide, Audits
of Airlines, may do so by contacting the AICPA Washington office at 202/872-8190,
ext. 47 and requesting Document 38-1 prior to 12/1/80.
SPECIAL:

CPAs KAPNICK AND MECUM NAMED TO TRANSITION TEAM

Harvey E. Kapnick, CPA and Dudley C. Mecum, CPA were appointed transition team leaders
on 11/19/80 by President-elect Reagan. Mr. Kapnick, who will head the review of the
General Services Administration is a former chairman of Arthur Andersen & Co. He
served on the Presidential Advisory Committee for Trade Negotiation under the Ford
and Carter Administrations, the President's Commission on Pension Policy and the
U.S. Department of State Committee on International Trade Developments. Mr. Mecum,
currently a managing partner in the N.Y. office of Peat, Marwick, Mitchell & Co.,
will become the Associate Director for National Security. He has served as Assis
tant Secretary of the Array and as Assistant Director for Management and Organization
of the OMB.

For additional information, please contact
Jim Kovakas, Nick Nichols, Gina Rosasco or Kathee Baker
at 202/872-8190.
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